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The 1950s were a decisive decade for the Company. It serves good purpose 
to review briefly the accomplishments of those years in order to measure 
more objectively the progress that has been made and to test the soundness of 
the policies and programs being followed. 


e Company profits for the period exceeded by 175 per cent the total 
earnings for the first 51 years. 


e Total assets more than quadrupled. 

e Shareholders’ equity rose from $12 million to $51.4 million. 

@ Dividend rate increased 150 per cent. 

e The number of shareholders increased from 150 to 2550. 

These accomplishments came as the result of a management concept that 
skills which had been used for the most part in a contractural capacity would 
be more productive for the Company if applied to logically developed pro- 
prietary undertakings. 

During its first 51 years the Company largely confined its efforts to the 
pursuit of heavy engineering and construction, shifting its emphasis from time 
to time as one type of work offered better opportunity than another, but 
remaining principally in the contract construction field and activities that 
closely supported it. 

Following the Second World War, initial steps were taken that fore- 
shadowed the transformation of the Company in one dramatic decade to a 
well-diversified organization with widespread interest in mining, ocean ship- 
ping, and land development. 


Some of the more significant phases of this diversification were: 

e Domestic strip mining operations evolved from a modest beginning 
on mineral properties acquired in the late 1940s in Utah and Arkansas 
into the extensive Cedar City iron ore, the New Mexico coal, and the 
Lucky Mc uranium operations of the 1960s. 

e This domestic mining led to operations at foreign locations. The first 
was Canada in 1951, the next in Peru, leading ultimately to the forma- 
tion of Marcona Mining Company. 

e Ocean transportation of bulk commodities was first undertaken in 
1955 to provide better control over the widely fluctuating costs of 
transporting Marcona iron ore to world steel producers. 

e An extensive mineral exploratory program instituted in the 50s to 
replace properties being worked has led to the development in 1960 of 
major Company-controlled coal, uranium, and iron ore properties. 

e As an outgrowth of the Company participation in the mass govern- 
ment-sponsored housing programs in the early 1950s, properties 
were acquired in strategic California locations for development to 
residential and commercial use, and for investment. 

e Search for suitable land for development near metropolitan centers 
in turn led the Company into reclamation of submarginal properties. 

The record testifies to the wisdom of the program followed during the 

1950s. The benefits of the steps taken then will be realized more fully in the 
years ahead. The Company enters the next detade on a sound foundation, 
with a carefully designed blueprint for progress and an organization 
strengthened and tested. 


SHAREHOLDERS’ EQUITY 


$60 MILLION 


40 


20 


1951 1952 1953. 


1954 1955 


1956 1958 1959 1960 


On behalf of your Board of Directors we submit to you a report on 
the progress recorded by your Company in its 61st year ending 


THI a | TO October 31, 1960. Highlighting the performance of our 1960 
Uy 


fiscal year were: 

Consolidated earnings reached a new peak 
surpassing all previous years. 

The merger of Utah Construction & Mining 


SHARE- Co. and Lucky Mc Uranium Corporation. 
HOLDERS $ Signing of a long term coal mining and sales 


contract with Arizona Public Service Company. 
Commencement of construction on $22 million ore beneficiation 
plant for our affiliate, Marcona Mining Company. 
Expansion of ocean shipping capacity by our affiliate, San Juan 
Carriers, Ltd. 


CORPORATE EXPANSION 


Prior to February 1, 1960, Utah Construction & Mining Co. owned 60% of 
the equity stock of Lucky Mc Uranium Corporation. On that date, with the 
overwhelming consent of the shareholders of both companies, your Company 
acquired the remaining 40% of Lucky Mc stock through the exchange of 
242,533 shares of its stock on a | for 10 basis, and the two companies were 
merged. 


CONSOLIDATED EARNINGS 


At the recommendation of our independent auditors, earnings for this and 
future years will be reported on a consolidated basis to reflect more accu- 


CONSOLIDATED EARNINGS 
$10 MILLION 
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rately the financial results of our diversified operations, particularly those 
carried on through subsidiary and affiliated companies. In the accompanying 
balance sheet there are included the assets and liabilities of the parent Com- 
pany and its wholly-owned subsidiaries, and the current book value of our 
interest in affiliated companies. Similarly, the statement of income includes 
the consolidated earnings of the parent Company, its wholly-owned subsidi- 
aries, and its share of the earnings of affiliated companies. Included in the 
provision for income taxes is the estimated amount that would be payable 
on distribution of these earnings. Paced by increased earnings from iron ore 
and ocean shipping, consolidated earnings for the year reached $9,134,687 
This is equivalent to $4.41 per share after giving effect to the merger and to 
the increase in shares resulting from the 2% stock dividend distributed to 
shareholders in July, 1960. 

For purposes of comparison, the earnings of 1959 have been recast to 
show what the results would have been if we had owned all of Lucky Mc 
during that year instead of the 60% that we held prior to the merger. This 
treatment of merged operations is known as the Pooling of Interest theory 
and is explained by the notes which follow the accompanying audited finan- 
cial statements. On the same basis, restated earnings for fiscal 1959 were 
$8,362,137, or $772,550 below those of the current year. 


DIVIDEND DISTRIBUTIONS 


During fiscal 1960 cash dividends paid to shareholders of the Company 
totalled $2,496,702 or $266,751 more than paid during 1959 when fewer 
shares were outstanding. The dividends paid on the common stock during 


both fiscal 1960 and 1959 amounted to $1.25 per share paid at a quarterly 
rate of 25c with an extra dividend of 25c paid in October of each year. 
On July 29, 1960, persons who were shareholders of record on June 24, 
1960, received a stock dividend paid at the rate of 2%, or one share for each 
fifty shares held on the record date. Fractional share interests were settled in 
cash at the rate of $48.50 for one full share, and amounted to $27,749. For 
each of the 40,025 shares issued and distributed pursuant to this stock divi- 
dend, $48.50, or an aggregate sum of $1,941,213 was transferred from the 
Earned Surplus account of the Company to its Capital Stock and Capital 
Surplus accounts at the rate of $2.00 and $46.50 per share, respectively. 


REVIEW OF OPERATIONS AND ACTIVITIES 


Mining The record earnings performance attained for the year just ended 
was primarily attributable to better results from our diversified mining oper- 
ations. Within this area of corporate activities the mining and sales of iron 
ore made the greatest contributions to net profits. These operations are con- 
ducted in the United States at the Company-owned properties near Cedar 
City, Utah, and in Peru through our interest in Marcona Mining Company. 
The next largest segment of 1960 gross profits from mining activities was 
returned from uranium mining, milling and sales operations conducted in 
Wyoming, where our Company is now the largest operator. Again, the earn- 
ings were derived from two sources, the Lucky Mc mill and its properties 
in the Gas Hills area and secondly the newly opened underground shaft 
mining operation in the Shirley Basin area. 

Earnings from domestic copper mining were nearly twice those of 1959, 
and were derived through our 25 per cent equity interest in Pima Mining 
Company which is situated near Tucson, Arizona. During the period under 
review Pima’s profits were $1.7 million, the highest since operations com- 
menced in early 1957, Coal mining operations in Arkansas, conducted on a 
profitable basis for the past eleven years, were concluded at mid-year due 
to the exhaustion of reserves. 


Ocean Shipping and Ore Sales This category of world-wide activities 
earned, next to mining operations, the largest contribution to 1960 consoli- 
dated net profits. Our participation in these operations, which includes ocean 
transportation and sale of Peruvian iron ore purchased from Marcona Mining 
Company and the movement of other bulk cargoes between world ports, is 
through our equity interest in Compania San Juan, S. A. The substantial 
increase in earned revenues of this company during fiscal 1960 is attributable 


to the ownership and operation of additional ships, a general overall increase 
in cargoes, and a marked improvement in the cost-revenue relationship in 
the operations of ships under charter. During the year San Juan Carriers, 
Ltd., launched an 18,300 deadweight ton vessel and ordered a new 67,500 
deadweight ton ore carrier for delivery in 1962. 


Construction The construction activities of the Company were carried on 
during the year in the United States and twelve foreign countries on six 
continents. The assignments were well diversified, but the gross volume of 
work performed was less than the previous year. Profit performance, although 
not furnishing the desired return on our investment in these activities, did 
show modest improvement over 1959 and the unfavorable trend which has 
been in existence in recent years appears to have been halted. 

The factors contributing to profit improvement in the face of lower 
volume were a program of reduction of overhead costs, and better profit 
margins because of the conclusion during the year of a number of loss opera- 
tions which have plagued past years’ performance. The prospect for further 
improvement in 1961 is directly dependent upon acquisition of additional 
volume of work, particularly in the United States, in order to achieve better 
balance with the present heavy proportion of foreign work mainly written 
on a fixed fee basis. 


Hydraulic Dredging Hydraulic dredging activities were carried on at 
widely separated locations by our own 30-inch dredges. The FRANCISCAN per- 
formed port work profitably at Long Beach, California, and the ALAMEDA 
did channel dredging for the U.S. Corps of Engineers in the Delaware River. 
Overall results produced a loss mainly because of unanticipated difficulties 
encountered in the material to be moved for the Delaware job. The Con- 
tracting Officer has formally acknowledged this condition, granted and 
awarded a partial price adjustment, and is currently studying a request for 
further adjustment. The FRANCISCAN is presently operating in the San Fran- 
cisco Bay area, but the ALAMEDA is idle and berthed on the Atlantic Coast. 


Land Development The land development operations, which made a 
very substantial addition to 1959 earnings, were conducted on a modestly 
profitable basis during 1960. The tempo of land sales for residential usage at 
Moraga, Vandenberg and Alameda were hampered by the reduced demand 
for housing and high cost of mortgage financing which prevailed throughout 
the year. The sales of property from our South San Francisco Industrial Park 
development to industrial customers continued through the year on a satis- 


factory and profitable basis. The overall profits for this division of corporate 
activities were depressed in general by a combination of low volume and high 
carrying charges for projects in developmental stages. 


FINANCIAL CONDITION 
AND SHAREHOLDERS’ EQUITY 


Throughout the year the Company’s financial position continued to remain 
strong. The year-end ratio of current assets to current liabilities was 2 to 1, 
an improvement over the previous year. The excess of current assets over 
current liabilities at October 31st amounted to $9,942,549 which was $709,942 
higher than at the prior year-end. 

Under the terms of the Loan Agreement executed in 1958 between 
the Company and a group of major U. S. financial institutions, which 
continues through 1963, the $26 million loan credit available to the Company 
at the commencement of the year, of which $21 million was actually then in 
use, declined to $23 million at October 31, 1960, at which time $19 million 
was in use. Added to the $2 million retired during the year under this credit 
were $1,900,000 of loan credits retired on behalf of Lucky Mc Uranium 
Corporation by February, 1960, being the remaining balance of the original 
$10 million debt financing which was arranged by Utah in 1957 to develop 
the mine and erect the mill. 

The terms of the Loan Agreement mentioned above provide that the 
credit available to the Company will contract an additional $4 million by 
October 31, 1961. In the Management's opinion, the loan credit available in 
combination with indicated working capital and increased cash flow antici- 
pated in the months ahead will be sufficient to carry out the presently ap- 
proved capital expenditure program for 1961. The easing of interest rates 
and the improved availability of money may make it desirable to refund our 
debt on a longer term basis to make possible a more rapid rate of future 
expansion. 

The growth in Shareholders’ Equity, or Net Worth, continued to in- 
crease during 1960, reaching a total of $51,358,267 as. compared with 
$44,748,041 at the end of 1959, or a gain of 14.8 per cent. In terms of book 
value per share of common stock the figure rose from $21.62 to $24.81. 

Consolidated depreciation and amortization charges against the income 
of the parent Company and its wholly-owned subsidiaries only, amounted to 
$6,112,814 in 1960 as compared with $5,209,033 in 1959. In both years 
accelerated depreciation methods were used. 


EARNINGS PER COMMON SHARE 
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EMPLOYEES 


For many years it has been Company policy to provide a liberal program of 
benefits to employees in addition to compensation in the form of medical, 
hospital and life insurance and, in anticipation of retirement from Company 
service, a Retirement Fund based on Profit Sharing. Periodically over the 
years, as improvements have been conceived, these plans have been modified 
and expanded to provide additional protection and benefits. In 1960 the 
Retirement Plan was so amended to establish a voluntary Employees’ Savings 
Plan which will offer employee members the same professionally managed 
investment counsel conditions for their savings deposits as apply to the 
Company-sponsored Retirement Plan proper. 

In the area of Labor and union relations, 1960 marked a continuation 
of the harmonious relations that have existed in past years between the Com- 
pany and the unions concerned in the industries in which the Company is 
involved. New labor agreements were written during the year with a number 
of crafts and groups concerned with construction, dredging and diversified 
mining operations. Of the numerous separate negotiations which were initi- 
ated and completed on mutually satisfactory terms, only one involved a work 
stoppage and that was limited to two weeks. 


With profound sadness and sorrow we report the loss by accidental death of 
two friends and key executives on January 13, 1960: James Anthony Mecia, 
Vice President, and Homer A. Mann, Director of Mining Services. This 
tragedy occurred while they were travelling on a Company-owned aircraft 
which crashed and burned near Cedar City, Utah. 


FINANCIAL BRIEFS 


Fiscal Years 
Ending October 3ist 


1960 1959 
OPERATIONS 
Gross Revenues $69,179,046 $75,072,287 
Net Income 
Before Federal & foreign taxes 11,239,687 10,722,137 
After Federal & foreign taxes 9,134,687 8,362,137 
Depreciation, depletion & amortization 6,112,814 5,209,033 


Dividends paid 


Cashin ss res 8 2,496,702 2,229,951 


Stock (shares) . 40,025 — 
PER SHARE OF COMMON STOCK 
Net Income after taxes . d fs! 1S 4.41 $ 4.04* 
Dividends paid 
Cash. , 7 re 1.25 1.25 
Stock MS Sas ona TE 2% — 
Book Value. Ae har S 24.81 $ 21.62" 
YEAR-END POSITION 
Net Working Capital 9,942,549 9,232,607 
Equipment & facilities, net 19,583,746 21,768,456 
Total Assets P 93,747,407 92,345,928 
Stockholders’ Equity 51,358,267 44,748,041 
Common Shares Outstanding 4 2,069,883 2,029,858 
Number of Shareholders . . . . . 2,550 732 


* Adjusted to give effect to 242,533 shares issued on Feb. 1, 1960, as a consequence of merger with Lucky 
Me Uranium Corp. and 40,025 shares issued in payment of a 2 per cent stock dividend on July 29, 1960. 


THE YEAR AHEAD 


The high level of earnings in 1960 was achieved despite adverse developments 
that depressed general business in many industries. The steel industry in the 
United States operated at a relatively low rate of capacity during most of 
the year. Total construction expenditures were off 2 to 3 per cent from 1959 
primarily due to the substantial decline in residential building. Charter rates 
for ocean shipping remained at extremely low levels. Profit margins in con- 
struction were under heavy pressure. The fact that in the face of these business 
developments your Company was able to increase its earnings is indicative 
of the advantages inherent in its diversified operations and in the ability of 
our business to prosper under generally difficult conditions. 

Certainly no company is completely immune from the effects of political 
and economic trends, and any sustained economic or political storms will 
ultimately influence our performance. However, we enter the coming year 
with the benefit of forward sales of iron ore and uranium oxide, a reasonable 
backlog of uncompleted construction contracts, some unsettled construction 
claims, and land available for resale purchased at favorable prices in earlier 
years. These factors, combined with an organization which has demonstrated 
its loyalty and its skill again during the past year, suggest that earnings in 


the year ahead should be well maintained, given reasonable general business 
conditions here and abroad. 

A further foundation for future earnings was laid this year when your 
Company entered into a fuel agreement with Arizona Public Service Com- 
pany extending over a minimum period of 35 years commencing in mid-1963. 
Contract terms are that fuel, or energy units, will be provided by the Com- 
pany from the extensive coal deposits under lease to us in New Mexico from 
the Navajo Tribe of Indians. Delivered fuel will be consumed by electric 
power generating facilities having an initial capacity of 350,000 kilowatts 
installed by the utility company near the mine. This contract should assure 
the Company a long-range stream of earnings geared to electric power de- 
mands in the rapidly growing Arizona area. 

With the continued support of our shareholders and clients, and the full 
exercise of the ingenuity and resourcefulness of our employees and our man- 
agement personnel, we confidently hope to give a good account of the funds 
you have placed in our stewardship. 


MARRINER S. ECCLES, Chairman of the Board ALLEN D. CHRISTENSEN, President 


SOURCE AND USE OF FUNDS 


FUNDS WERE PROVIDED BY 
Operations 
Net income . ae “Le 
Add: Non-cash charges for depreciation and depletion 
Less: Unremitted income of affiliates 


Sale of developed land 
Other sources 


FUNDS WERE APPLIED TO: 
Cash dividends to shareholders 
Investment in land and improvements 
Purchase of construction and mining equipment and facilities, net 
Advances to affiliates and joint ventures 
Retirement of long-term debt 
Other : 


RESULTING IN 
INCREASE IN WORKING CAPITAL 


$ 9,135,000 
6,113,000 
(3,166,000) 


$12,082,000 


$18,031,000 


$ 2,497,000 
4,424,000 
3,515,000 


839,000 
$17,321,000 


$ 710,000 


3» MINING 
ACTIVITIES 


Overall mining operations during fiscal 1960 were conducted by the parent 
Company, wholly-owned subsidiaries or through equity ownership of affiliated 
companies in the following basic commodities—iron ore, uranium, coal and 
copper. In recent years and again in 1960 mining was the principal source 
of Company earnings. 1960 mining income increased over the preceding year 
primarily because of greater sales and better margins in foreign and domestic 
iron ore operations. 


Uranium Uranium mining operations are conducted in Wyoming at two 
locations—the Lucky Mc properties in the Gas Hills district by strip mining 
methods, and in the rich deposits of the Shirley Basin area by underground 


Below is the Armstrong pit section of the Company-owned Iron Springs mine 
located near Cedar City, Utah. The iron ore in these properties is extracted 


exclusively by strip mining methods 


shaft operations. Ores from both areas are processed into yellow cake 
(uranium oxide) at the 1200 ton/day Company-owned and constructed 
Lucky Mc mill near Riverton, Wyoming. Sales are exclusively to the U. S. 
Atomic Energy Commission under a contract extending through 1966 calling 
in total for delivery of 13,086,444 Ibs. of yellow cake. At the year-end 18 per 
cent had been delivered. 

During 1960 a total of 1,792,259 Ibs. of yellow cake was produced at 
the Lucky Mc mill and shipped to the Atomic Energy Commission, an 
increase of 112,719 Ibs. from the preceding year. The source of this pro- 
duction was: 


Company controlled properties: 


Lucky Mc—Gas Hills area _ 1,526,070 Ibs. 

Shirley Basin area 162,464 
Outside Mines 103,725 

Total 1,792,259 Ibs. 


Our sales contract with the A.E.C. contemplates that varying percentages of 
our annual shipments will be milled from ore mined from outside properties. 
In the early part of 1960 some of this outside ore failed to materialize and 
we were permitted to supply the deficiency from Lucky Mc properties, 
thereby earning additional profit above our original expectations. 

Shirley Basin underground mining operations were commenced in May 
1960 and reached a profitable position by the year-end. Mining costs here are 


higher than expected because of difficult ground and water conditions 
encountered. 

Ore reserves on Company-controlled properties will easily provide for 
contractual sales commitments. Since there is no immediate incentive to seek 
additional reserves in the light of the uncertainty of the uranium industry 
after 1966, drilling was confined primarily to the development of known ore 
bodies and the conversion of reserves from the “inferred” to the “proven” 
category. 


Coal Since late 1949 we have strip mined and sold coking coal from Com- 
pany-controlled Ozark-Philpott mine in Arkansas to major steel producers. 
In May, 1960, after 11 years of steady operation and the sale of 1.6 million 
tons of coal, operations were discontinued due to exhaustion of reserves. 
In addition to a satisfactory return on our investment, valuable knowledge 
and experience in coal mining techniques were acquired. 

Culminating a project begun in 1954, a fuel agreement was signed in 
August, 1960, between our Company and Arizona Public Service Company 
calling for delivery of fuel in terms of energy units over a 35 to 50 year period 
commencing in 1963. It will involve our mining 1.5 to 3.5 million tons of coal 
annually. This is the largest single contract in terms of gross revenue ever enter- 
ed into by the Company. The coal will be secured by us from properties located 
on the Navajo Reservation near Farmington, New Mexico, and leased by us 
from the Navajo Tribe of Indians. The production in terms of energy units 
will be used by APS to operate a 350,000 KW steam generated power plant 
that may subsequently be expanded to 800,000 KW capacity. Extraction of 
the extensive sub-bituminous reserves will be by large scale stripping methods. 


Iron Ore Domestic iron mining in 1960 was conducted at the Company's 
Iron Springs Mine near Cedar City, Utah, where virtually the entire produc- 
tion is committed to filling a 7 million ton sales contract with the Columbia 
Geneva Division of U. S. Steel extending into 1968. Earnings from this source 
were approximately 17 per cent better than the previous year, during which 
operations were suspended for three months due to a labor stoppage in the 
steel industry. The 683,515 tons of ore mined and shipped this year compares 
with 598,128 tons for 1959. A $1.3 million beneficiation plant is being 
installed in order to improve quality control and to allow a more efficient 
utilization of our ore reserves. 


Pima Mining Company Our participation in the domestic copper in- 
dustry is through a 25 per cent interest in Pima Mining Company which has 
operated a 3000 ton mill and open pit mine near Tucson, Arizona, since 1957. 


The Company mines uranium ore from 
its rich Shirley Basin, Wyoming prop- 
erties, by underground shaft methods. 


This 3000-ton/day copper mill and concentrator of Pima Mining Company, 
near Tucson, Arizona, was constructed by UTAH in 1956. Our equity in Pima 
is shared with Union Oil Company and Cyprus Mines Corporation 


ean 


The preliminary screening and blending of Marcona iron ore are performed at 


the mine site, 17 miles from the port of San Juan Bay. Transport to port stock 


pile is by 60- and 85-ton semi-trailers 


Pima’s earnings for the 12 months ending October 31, 1960, were $1,734,862 
(after non-cash charges of $1,037,387), of which our Company’s share was 
$433,716. An initial dividend of $5 per share, or $594,560, was paid in 
September, of which our share was $148,640. Pima’s 1960 results were bene- 
fitted by accelerated sales made out of inventory from concentrates produced 
and stockpiled in latter 1959 because of the labor dispute that shut down 
customers’ smelters. 


Marcona Mining Company Our income from foreign iron mining 
operations is derived from a 50 per cent voting interest and a 4114 per cent 
equity interest in Marcona Mining Company, which mines iron ore from 
extensive and high grade reserves in Peru for distribution to the world steel 
market. Exploration to date on the properties which extend over 600,000 
acres has developed ore reserves in excess of 200,000,000 tons. Shipments 
to date have been made primarily from direct shipping ore but the bulk of 
the reserves require beneficiation to remove certain impurities. Tests have 
indicated that the ore lends itself easily to beneficiation and yields an end 
product of premium quality. Construction of the first stages under the bene- 
ficiation program were initiated during the year and contemplate a $22,000,000 
expenditure for plant, port, mine-to-port transport conveyor, and related 
facilities. 

Despite the low operating rate in the United States steel industry, 
Marcona reported profits of $6,319,825 for the 12 months ending October 31, 
1960, after non-cash charges of $2,465,956. Our equity in these earnings is 
$2,606,928, an increase of $1,430,122 over last year. Sales during the period 
were 4,032,561 tons, a 29.5 per cent increase over the comparable period 
last year. Increased deliveries to mills in Europe and Japan more than offset 
reduced shipments to U. S. mills. Profit margins improved and, barring a 
general decline in the European and Japanese economies, the outlook for 
1961 is encouraging. 

During the year Marcona’s concession agreement was revised and rati- 
fied by the Peruvian Government, and the changes are considered beneficial 
and equitable to both parties. 


Mineral Development and Geology The Company spent approxi- 
mately $1,200,000 on further mineral development in order to replace and 
to expand its mineral reserves. Iron ore and coal were the principal minerals 
and the results achieved were encouraging. A similar program has been 
authorized for 1961, to assure continuity and provide for expansion of future 
income from mining operations. 


q@ LAND 
DEVELOPMENT 
AND 

RELATED 
ACTIVITIES 


This phase of activities is carried on by the parent Company, its wholly-owned 
subsidiaries, and a number of affiliated companies. Operations to date have 
been limited to the U.S. and Canada. Recently, concentration of activity and 
acreage has been within California. The primary objective in this area of 
endeavor is the acquisition of strategically located raw or sub-marginal prop- 
erty, its reclamation and development, and sale at a profit for residential, 
commercial or industrial purposes. Although our construction and dredging 
facilities are frequently employed in these projects the generation of construc- 
tion volume here is a secondary consideration. Our residential property 
functions contemplate the sale of improved land to residential builders. In 
the instance of commercial and industrial acreage we stand ready to provide 
architectural, engineering and building services should the purchaser of the 
land desire them. 

The development and marketing of industrial and commercial property 
has led the Company from time to time into related special projects involving 
the erection of income producing structures designed for a particular indus- 
trial customer on improved property. On these occasions the Company has 
frequently arranged the long term financing by sale of the package to private 
or institutional investors with lease-back to the customer. 

Our consolidated investment in land development and related activities 
at the year-end stood at $32.4 million, of this amount $13.5 million represented 
land development projects mainly involving 10,500 acres in California. The 
balance of the investment represented carrying values of real estate con- 
taining income producing improvements. 

While 1960 operations were modestly profitable, they were substantially 
lower than 1959 earnings. In that year profits were abnormally high due to a 
large single sale of acreage in the South San Francisco industrial tract. Two 
other factors were partially responsible for lower 1960 profits. The first was 
the decline in demand, particularly for residential acreage. Secondly, the 
reduced volume of sales, although profitable, was barely sufficient to cover 
the carrying costs of undeveloped and partially developed properties. 

Among the more significant projects are: 

Moraga Of the original 5050 acres acquired in 1954, 4280 acres remain 
unsold at the end of 1960. During the year, 110 acres were sold, in contrast to 
220 acres in fiscal 1959. This land has increased substantially in value 
since its acquisition and the profit margins are satisfactory. During the year 
some favorable action was obtained on long pending zoning and the routing 
of a state freeway which will connect the property to metropolitan Oakland. 
These developments will be helpful in future sales. 


Alameda This development originally consisted of 400 acres which the 
Company created from submerged tidelands by hydraulic filling operations 
in 1956-57. Sixty-five acres of the property were allocated to an attractive 
regional shopping center which serves greater Alameda, and the balance of 
the acreage is being developed and sold for residential use. Rental revenues 
from the shopping center continue to increase and are approaching more 
satisfactory levels. Of the 335 acres allocated to residential use, 195 acres 
have been improved in the first unit and 175 acres were sold or under option 
at the year-end. The rate of sales has not come up to our expectations and 
profits on this project have been disappointing. 


South San Francisco Industrial Park This project was originated 
in 1956 with the acquisition of 340 acres of property, which although well 
located for industrial use, consisted mainly of unusable hilly and marsh areas. 
Earth moving operations converted the entire area into prime industrial sites 
of which at the year-end only 120 acres remained unsold. The volume of sales 
and profits earned have been very satisfactory. Estimated final windup of this 
project is ahead of original plans due in part to the sale of 77 acres to a single 
industrial customer in 1959. 


Vandenberg Village Near Lompoc, California, and adjacent to Van- 
denberg Air Force Base, the Company has an option on up to approximately 
3500 acres of property suitable for tract housing for which a substantial 
demand seems to exist in that area. During 1960 grading operations and 
street and utility installation was performed on a portion of this property 
and sales were made to tract builders. A school is under construction and 
present plans call for a shopping facility, golf course and motel sites. Our 
ultimate success in terms of profits from this project is directly dependent on 
the continuation of activity at the missile base and the terms of availability of 
home mortgage financing for which an improved condition has recently 
been noted. 


Pauma Valley In late 1959 the Company acquired 1100 acres of land 
at the foot of Mt. Palomar, midway between San Diego and Los Angeles, 
for ultimate development into country estates of | to 60 acres. This is to be 
a suburban resort-type development. Its central feature is an 18-hole golf 
course which, together with the clubhouse, is now under construction. 


During 1960 work was confined to planning studies, grading, construc- 
tion of the principal access road, and development of water supply. Plans 
for 1961 call for installation of utilities, completion of building sites, and 
inauguration of the sales program. 


This 400-acre residential and commercial area was created by UTAH on the 


South Shore of Alameda, on San Francisco Bay, from submerged tidelands. In 
center is the Company-owned 65-acre South Shore Shopping Center. 
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Utah Construction & Mining Co. commenced operations as a construction 
company in 1900, and this phase of activity still constitutes an important 
A CTIVIT TH segment of overall operations today. Engineering and construction contracts 

Buia i for foreign and domestic governments, public utilities and industrial cus- 
tomers were carried out during 1960 in 13 countries on six continents by the 


turned over to federal agencies—a $9 million Communicable Disease Center 
to General Services Administration and a $2.5 million Air Traffic Control 
Center for use by the Federal Aviation Agency. The financing, arranged by us 
for the latter, involved sale of facilities to a large pension fund with long term 


lease-back to the government agency 


| 
| 
| 
For a number of years through affiliated companies, we have been con- | 
structing and providing office and equipment location facilities for Mountain 
States Telephone and Telegraph Company in Phoenix and Albuquerque on 
long term lease arrangement. This year two sizeable structural additions were 
completed at both locations. Our ownership in these properties and buildings, 
through equity interest in the affiliates involved, is 70 and 80 per cent, 
respectively. 

In Vancouver, B. C., the Company has a 25 per cent equity interest in 
the 20-story Burrard Building, construction of which was completed by the 
Company in 1957. This structure only partially fulfilled a pressing need in | 
that area for modern office space. Consequently, occupancy which was fully 
committed prior to completion, continues at 100 per cent. To the south in 
Seattle construction of a circular ramp self-parking garage (1150 car capacity) 
was completed by the Company and placed in operation during 1960. This 
is entirely Company-owned, and for the present will be retained as an in- 


come investment. 


parent Company, certain wholly owned subsidiaries and by joint venture 
arrangement with other international contractors. The volume of work per- 
formed, while less than the figure for 1959, was well diversified, and included 
stripping and mining, dams and tunnels for hydroelectric projects, military 
installations, river control and irrigation projects, shaft sinking, bridges, 
commercial buildings, industrial and petrochemical plants. 

The consolidated investment in construction activities at the year end 
was $21.3 million as compared with $23 million at the close of 1959, Account- 
ing for the decrease were the return of our investment in projects completed 
in 1960 and the sale of a sizable amount of idle equipment. 

While gross construction revenues declined 9.6 per cent from the pre- 
vious year, operations were modestly profitable and represented an improve- 


ment over 1959. Profits earned did not, however, achieve a rate of return on 
investment considered satisfactory. 

During the year the trend of increased intensity in foreign and domestic 
competition continued and tended to depress profit margins below levels 
considered justified by the risks inherent in heavy construction and engi- 
neering operations. Our backlog of uncompleted work totaling $90 million 
at the year end was, accordingly, down $18 million from the end of 1959. 
Our construction equipment is presently reasonably well in use or com- 
mitted to use, but additional construction volume, particularly of the domes- 
tic type, is necessary to attain profit levels which will represent a satisfactory 
return on our investment in this phase of activity. 

Foreign operations were conducted in Peru, Brazil, Colombia, Ecuador, 


Mexico, Canada, Australia, Korea, Pakistan, Thailand, France and Republic 
of the Congo (French). The majority of our work overseas has been or is 
being performed on a fee basis, and operations during the past year were 
profitable. No difficulties in converting foreign exchange have been experi- 
enced. During 1960 competition for overseas construction work was further 
intensified as European contractors, armed in many instances with special 
assistance or financing from their respective governments, sought work more 
aggressively outside of the European area. The volume of new work which 
we can tender on a fee basis is declining, while the volume of work on which 
tenders are requested on a firm price basis is increasing. This trend accentu- 
ates the hazards in foreign work and emphasizes the need for careful evalua- 
tion of the risks involved. 


The Company possesses two of the most modern and powerful hydraulic 
dredges in the world, together with supporting plant in the form of tugs, 
barges, pipe and pontoon lines. The ALAMEDA has a self-contained power 
plant and consequently can perform work at virtually any location. The 
operations of the FRANCISCAN, however, are dependent upon the availability 
of shore-based power. The optimum realization of the efficiency potential 
of these machines is confined to larger type contracts. Competition in 
this phase of activity has been unusually keen from both foreign and domestic 


operators and to date the Company has been unsuccessful in securing the 
number of contracts of the desired volume which would fully utilize the 
capabilities of this specialized equipment. 

Primarily as a consequence of the high cost of idle equipment in the 
intervening periods between contracts performed thus far, the Company’s 
dredging operations have not been profitable to date. 1960 operations at a 
contract volume of $5 million were conducted for the Port of Long Beach, 
California, and in the Delaware River under contract with the U. S. Corps 
of Engineers by the FRANCISCAN and ALAMEDA, respectively. While the Long 
Beach project was profitable, combined operations for the year were con- 
ducted at a loss due to an unanticipated rock condition in the Delaware River 
for which some relief was recently awarded. A substantial increment still 
remains in negotiation. As the year closed two jobs were awarded the 
FRANCISCAN in the San Francisco Bay Area; the ALAMEDA is presently idle 
and berthed on the East Coast. 
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At San Juan Bay, Peru, Marcona iron ore is loaded into ship holds by dock 
conveyor directly from the 350,000-ton port stockpile area. This 49,000-D.W.T 
ship is being loaded at a rate of 2500 tons an hour 
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| an Juan Traveler 49,000 dwt. 
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Our Company has an important interest in the international ocean shipment 
of bulk commodities and marketing of premium grade iron ore to the world’s 
major steel producers through its 50 per cent voting interest and 4114 per cent 
equity interest in Cia. San Juan, S. A. That company handles the sale and 
delivery of iron ore produced by Marcona Mining Company. Ore is pur- 
chased from Marcona f.o.b. Peru and sold on a delivered basis to millside 
dock or other terminal facility designated by steel-producing customers in the 
United States, Europe and Japan. Much of the transportation is provided by 
vessels owned by San Juan Carriers, Ltd., a wholly owned Liberian subsidiary 
of Cia. San Juan, S. A. Other shipping requirements are provided by charter. 

Consolidated earnings of Cia. San Juan, S. A. for the 12 months period 
ending October 31, 1960, were $6,120,650, of which our Company’s share is 
$2,524,770. This is a 137 per cent increase over the respective figures of 
$2,584,586 and $1,066,554 for 1959. Among the major factors contributing 
to the sharp increase in profits, the largest since organization in 1953, were 
increased ore shipments, increased company-owned shipping capacity, and 
generally improved profit margins. 

The chart below shows the vessels now owned and operated by 
San Juan Carriers, Ltd. As the year closed, negotiations were concluded 
with Japanese builders for an addition to this fleet—construction of a 67,500 
deadweight ton 16.5 knot combination ore and oil carrier with launching set 
for September, 1962. The original cost of the ships shown was $32.8 million. 
$19.7 million of this cost was provided by bank financing and at November 1, 
1960, $7.4 million remained unpaid. 

The San Juan vessels are especially designed for the iron ore trade 
because of the operating cost advantages over general cargo ships. Despite 
the special purpos¢ design the ships are adaptable to carrying a variety of 
back haul bulk cargoes. Five of the ships, including the one in construction, 
can carry crude oil and other petroleum products on return voyages. Although 
it is a secondary feature, back haul operations are making an increasingly 
important contribution to profits. 
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Allen D.Christensen 31,000 dwt. 


FINANCIAL 
REPORT 


ARTHUR ANDERSEN & Go. 
600 Caurrorsia STREET 
San Francisco 8 
To the Board of Directors 
Utah Construction & Mining Co. 


We have examined the consolidated balance sheets of UTAH CONSTRUCTION & 
MINING CO. (a Delaware corporation) and subsidiaries as of October 31, 1960 and 
1959, and the related statements of income, earned surplus, and equity in undis- 
tributed earnings of affiliates for the two years then ended. Our examination was 
made in accordance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheets and statements 
of income, earned surplus, and equity in undistributed earnings of affiliates present 
fairly the financial position of Utah Construction & Mining Co. and subsidiaries 
as of October 31, 1960 and 1959, and the results of their operations for the two 
years then ended, and were prepared in conformity with generally accepted account- 
ing principles applied on a consistent basis during the two years. 


Exctha Corton ob 


San Francisco, California, 
December 15, 1960. 


UTAH CONSTRUCTION & MINING CO. AND SUBSIDIARIES 


STATEMENT OF CONSOLIDATED INCOME 
FOR THE YEARS ENDED OCTOBER 31, 1960 AND 1959 


1960 1959 
INCOME: 
Gross revenue from operations (Note 4) $69,179,046 $75,072,287 
Costs and expenses 61,411,234 64,485,640 
Gross profit from operations $ 7,767,812 $10,586,647 
Equity in income of affiliates (Note 1) . 5,788,715 2,598,034 
Joint ventures (Note 4) fing Solin 1,533,853 1,668,984 
Gain on sale or liquidation of investments . 450,520 327,674 
Gain on sale of property. . . . . 583,739 911,054 
Interest ek we me Oe 865,903 554,990 
Omer lig =e VNR Boe 8 a « 401,900 258,963 
$17,392,442 $16,906,346 
EXPENSES: 
General and administrative + « « $3,806,017 $ 3,711,360 
Employees’ retirement-plan provision .  . 680,000 624,000 
Materest hrs a. EG sl 1,666,738 


1,848,849 


$ 6,152,755 5 6,184,209 


NET INCOME BEFORE FEDERAL AND 


FOREIGN INCOME TAXES $11,239,687 $10,722,137 
PROVISION FOR FEDERAL AND FOREIGN 

INCOME TAXES (Note 6) 2,105,000 2,360,000 
NET INCOME . $ 9,134,687 $8,362,137 


Assets 


CURRENT ASSETS: 

Cash 
Accounts and notes receivable from “operations 
Municipal bonds ‘ 
Inventories, at the lower of cost c or market— 

Iron and uranium ore and coal 

Construction in progress, 7 es and supplies. 
Prepaid expenses . ql 


Total current assets 


INVESTMENTS: 
Affiliated companies (Note 1) 
Equity in joint ventures 
Land and real estate— 
Land held for development and sale . 
Land held for investment 
Improved real estate held for investment less accumulated | 
depreciation of $624,558 in 1960 and $254,788 in 1959 


OTHER ASSETS: 


Long-term receivables 
Other 


CONSTRUCTION AND MINING EQUIPMENT AND FACILITIES, at Cost: 
Construction equipment and facilities 
Temporary construction facilities 
Mining lands and leases . ‘ 
Mining and ore-processing equipment and facilities 


Less—Accumulated depreciation and depletion 


1960 


UTAH CONSTRUCTION & 


CONSOLIDATED BALANCE 


1959 


$ 3,365,398 $ 5,517,223 
9,485,454 9,684,786 
2,146,500 = 
2,043,225 1,664,456 
2,218,363 3,713,221 

902,530 1,478,427 
$20,161,470 $22,058,113 
$18,597,431 $14,546,736 

4,042,853 2,401,465 
13,489,363 13,541,688 
2,551,530 2,562,300 
7,332,300 6,280,265 
$46,013,477 $39,332,454 

$ 6,073,434 $ 5,262,252 
1,915,280 3,924,653 

$ 7,988,714 $ 9,186,905 

$14,469,408 $15,137,865 
1,673,346 1,321,649 
5,894,024 5,269,486 
17,549,419 18,055,024 

$39,586,197 $39,784,024 
20,002,451 18,015,568 
$19,583,746 $21,768,456 


$93,747,407 


$92,345,928 


SHEETS OCTOBER 31,1960 AND 1959 


MINING CO. AND SUBSIDIARIES 


Liabilities and Stockholders’ Equity 
CURRENT LIABILITIES: 
Current portion of bank loans, notes and contracts payable 
Accounts payable . Hoe Sect ie 
Accrued liabilities . 
Accrued Federal income taxes 


Total current liabilities 


LONG-TERM LIABILITIES: 

Bank loans— 
Parent company term loan, due on or before October 31, 1963 
Construction loan, secured by improved real estate . . 
Other bank loans, due in annual installments to 1965 . 

Notes and contracts payable, due in variable annual installments to 1977 . 

Deferred income taxes 

Reserve for Employees’ Retirement Plan based on Profit Sharing 

Other 6 Ve AG eT aes 2 


STOCKHOLDERS’ EQUITY: 
Capital stock, par value $2 per share— 
Authorized—10,000,000 shares (17,750 shares reserved for issuance 
under Employees’ Stock Purchase Plan) 
Issued and outstanding—2,069,883 shares in 1960 and 2,029,858 shares 
in 1959 (Note 2) aT . 
Capital surplus (Note 3). . P 
Earned surplus ($16,456,829 restricted at October 31, ‘1960, under parent 
company bank loan agreement) : 


Equity in undistributed earnings of affiliates (Note 1) 


Total stockholders’ equity 


1960 


1959 


$ 2,885,154 3 4,635,666 
4,362,116 3,841,084 
2,620,159 2,617,814 

351,492 1,730,942 
$10,218,921 $12,825,506 
$19,000,000 $21,000,000 

1,500,000 1,100,000 
875,918 1,489,571 
5,543,904 6,849,990 
3,267,107 2,370,000 
290,062 285,726 
1,693,228 1,677,094 
$32,170,219 $34,772,381 

$ 4,139,766 $ 4,059,716 
3,403,405 1,542,252 

30,607,000 29,104,179 
13,208,096 10,041,894 
$51,358,267 $44,748,041 
$93,747,407 $92,345,928 


UTAH CONSTR’ 'G CO. AND SUBSIDIAR 


STATEMENT OF CONSOLIDATED EARNED SURPLUS AND EQUITY IN 
UNDISTRIBUTED EARNINGS OF AFFILIATES ror rue Year ENDED OCTOBER 31,1960 
Equity in 
Undistributed 


Earned Earning of 
Surplus Affiliates 


BALANCE OCTOBER 31,1959 . . . . . « $29,104,179 $10,041,894 
ADD: > 
Net income—$9,134,687 after provision 
for Federal income taxes, $1,060,945 
of which is applicable to income of 
affiliates 2. 2. . . . . . « « § 4,406,917 $ 4,727,770 
Earnings of affiliates realized by dividends 
or sale of investment, after provision 
for Federal income taxes of $183,201 . 1,561,568 (1,561,568) 


$ 5,968,485  $ 3,166,202 2 


DEDUCT—DIVIDENDS: 
Cash . . . - . §$ 2,496,702 


Stock—40,025 shares of capital stock 
valued at $48.50 per share paid as a 
2% stock dividend ody Se 


1,968,962 


$ 4,465,664 
BALANCE OCTOBER 31, 1960 ($16,456,829 of a 


earned surplus restricted under parent 
company bank loan agreement). . . . $30,607,000 $13,208,096 


The accompanying notes are an integral part ofthese statements. a 


Marriner 8. Eccles, Chairman 
Marriner A. Browning 
Allen D. Christensen 

Lester S. Corey 

Lawrence T. Dee 

George 8. Eccles 

Edmund W. Littlefield 
William R. Kimball, Jr. 
Shepard Mitchell 

Paul L. Wattis 


Marriner 8S. Eccles 
Allen D. Christensen 
Edmund W. Littlefield 


Allen D. Christensen, President 


Edmund W. Littlefield, Executive Vice President and General Manager 
Frank M. Keller, General Vice President, Land Development Division 


Charles E. McGraw, Special Vice President and General 
Manager, Construction Division 


Albert L. Reeves, Special Vice President, Administration 
Guy V. Sperry, Special Vice President, Construction Division 
John M. Horrigan, Secretary and Controller 

Orville L. Dykstra, Treasurer 

Frank W. Rollins, Jr., Assistant Treasurer 


First Security Bank of Utah, N.A., Salt Lake City 
Crocker-Anglo National Bank, San Francisco 
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Friday pfeceding the third Monday of January at San Francisco 


